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PREAMBLE 


From December 6 to 10, 1999, the House of Commons Standing Committee on Agriculture and 
Agri-Food held public hearings in nine cities and rural Prairie communities, pursuant to its order of 
reference to study “the effectiveness of long-term safety nets and other national initiatives to provide 
the stability and the environment necessary for stable growth in the agricultural industry.” The 
Committee listened to more than 150 farmers and other members of these communities who 
discussed the farm income safety net, particularly the Agricultural Income Disaster Assistance 
(AIDA) program, and heard as they spoke of the state of mind that prevails among farmers and rural 
communities on the Prairies. The first word, therefore, belongs to the farmers. 


What the Committee heard... 
...About AIDA: 


We are also angry at the bureaucratic bungling of the AIDA program. Susan Van de Velde, farmer 
(Evidence, Portage la Prairie, December 6, 1999, 9:05). 


The thing is that the fellows who work for AIDA are improperly trained on these forms. I phoned and 
said “I want the price for feed barley,” and they said “We don't have it.” I said “What is Canadian 
western?” “I don't know”. I said “Listen, that is feed barley.” They are improperly trained. Gert 
Schwickart, farmer (Evidence, Dauphin, December 6, 1999, 15:10). 


The problem of low grain prices did not happen overnight. We have been facing the problem of lower 
prices and rising costs for many years. In the past we had programs such as the western grain 
stabilization fund, the special grains program, and GRIP. The AIDA program just does not work 
properly, and everyone knows that fact. As a result, farmers are receiving very little money from this 
program. Walter Kolisnyk, farmer (Evidence, Dauphin, December 6, 1999, 15:05). 


The reason the AIDA program doesn't work, the accountant says, is because the wrong people are 
getting it. The best thing to do is to get out of farming. If you had gotten out of farming two years ago, 
you’d collect $50,000 to $60,000 under this program. But for farmers who have had a steady decline 
and for about three years were in constant trouble, this program does not work, because you cannot 
make that 70% margin. Howard Paulson, farmer (Evidence, Airdrie, December 10, 1999, 10:15). 


In the provinces where the income crisis is being felt the most-Saskatchewan and Manitoba—about 4 
of every 5 applications that are made for assistance are not accepted. The program is designed as a 
safety net under the occasional severe income drop, and not the kinds of severe and lengthy price 
drops that we are experiencing now. George Groeneveld, Agricore Cooperative Ltd (Brief, Airdrie, 
December 10, 1999). 


This brings me to NISA and AIDA. NISA is not a bad program if you have or can find the money to put 
into it. AIDA, on the other hand, is a nightmare not just for the farmers but also for the accountants. 
The cost of getting it done, redone, and redone again, only to find out you don't qualify, only frustrates 
producers and the accountants. Walter Finlay, farmer (Evidence, Brandon, December 7, 1999, 8:50). 


_..About farm assistance: 


I saw a bumper sticker the other day that said that “If you don’t want to support the farmers, stop 
eating.” I think that says it all. Marvin Wiens, Vice-President Saskatchewan Wheat Pool (Evidence, 


Estevan, December 7, 1999, 17:45). 


I think the overriding comment I would like to make, first of all, though, and I think all of the farmers 
in the room and in the area would echo this, is that actually they probably would rather not get 
anything from the AIDA program. They’d rather get fair value for their crop to begin with. Doug 
Stroh, partner, Meyers, Norris, Penny & Co. (Evidence, Brandon, December 7 1997 MIUS ON 


About farmers’ state of mind: 


[FJor the last 22 years the Canadian flag flew high and proudly off of my farm workshop near 
Hamton, Saskatchewan. This fall, after listening to all the broken promises from all levels of 
government, the Canadian Maple Leaf flag flies no longer in my yard. Ed Keyowski, farmer 
(Evidence, Estevan, December 7, 1999, 15:55). 


Indeed, October 28 was a sad day. When I got home from my off-farm job that day, the first thing I 
did was take down the Canadian flag that has flown over our farm since before I can remember. I will 
never put it up again. Trevor Doty, farmer, quoted by the Honourable Dwain Lingenfelter, Deputy 
Premier, Minister of Agriculture and Food (Saskatchewan) (Evidence, Regina, December 8, 1999, 
Soy 


I’m 23 years old and I’m trying to be a new farmer. I’ve got five years of university under my belt, 
two degrees in agriculture [...] Last week I was at a Meyers, Norris, Penny educational session on 
farming-how to tighten the grasp, how to make more money in farming. Here’s a list of stuff I got 
from them of reasons not to farm. It’s basically a bunch of charts and stuff that showed the lack of 
income in farming, the decline in farms, and the troubles farmers are going through. Kyle Cochrane, 
farmer (Evidence, Brandon, December 7, 1999, 11:45). 


If you don't plan to listen to us, why did you plan these meetings ? I want to see my dad more than two 
and a half hours on weekdays, and most of the time weekends. I want to see him more. Farm for a 
year so that you can see what it’s like to farm in Canada. Are you going to help me in my future or are 
you going to leave me? You said you promised to help kids. I’m a kid, and I want farming to be better, 
now. Adam Luciuk, young child, (Evidence, Prince Albert, December 8, 1999, 16:15). 


...About the safety net: 


NISA in its present form is a program where the rich get richer and the poor get poorer. Based on 
eligible net sales, if you have had a bad year or years, it’s hard to get any money into your program. 
Murray Downing, farmer (Evidence, Brandon, December 7, 1999, 8:40). 


Most farmers and accountants think the NISA program is one of the better programs out there. 
Howard Paulson, farmer (Evidence, Airdrie, December 10, 1999, 9:55). 


In our view, Canada’s farm safety net should consist of three main components: crop insurance to 
deal with all types of production risks; the cash advance program to assist farmers with cashflow 
management; and NISA to provide income support, stabilization, and-as we will explain later-trade 
equalization payments. Properly structured and financed, these three programs would be adequate to 
meet the financial needs of Prairie farmers. Terry Youzwa, member of the executive committee, 
United Grain Growers (Evidence, Prince Albert, December 8, 1999, 17:10). 


I feel that NISA is a very good program, but it still has a few faults. [...] the ability for a farmer to 
trigger a withdrawal from NISA has been too restrictive. Farmers should be able to withdraw funds 
when they need them, not necessarily based upon a current projection or the past year’s actual 
income. Neil Wagstaff, farmer (Evidence, Airdrie, December 10, 1999, 10:45). 


ji 


INTRODUCTION 


Chief among the many points made by witnesses appearing before the Committee were two concerns: 
the genuine fear that the present farm income crisis might indeed signal the start of a serious social 
crisis in rural Canada; and the urgent need to develop a national agriculture policy that would address 
both farm production and rural development issues. According to evidence heard by the Committee, 
the vision underlying this policy must include a strategy to increase awareness and win support 
among urban dwellers for rural communities. 


Seconding these concerns, on December 9, 1999, the Federation of Canadian Municipalities (FCM) 
urged the federal government “to take immediate action to resolve the farm income crisis, which is 
likely to result in the demise of many family farms, causing significant changes to production, 
marketing and delivery of life-essential agricultural products.” 


With the apparently increasing numbers of natural disasters in recent years, on the one hand, and the 
farm subsidy war between the United States and the European Union, on the other, markets for 
agricultural commodities and particularly for grains and oilseeds are experiencing ever-greater 
disruptions. Under these circumstances, the present farm income safety net with its three 
components—the Net Income Stabilization Account (NISA), crop insurance, and provincial 
companion programs, as well as a recent, temporary fourth component: the Agricultural Income 
Disaster Assistance program (AIDA program)—is not managing to provide adequate protection for 
many Western Canadian farmers. A number of witnesses stated that the sustainability of Canada’s 
farm production capacity was at stake. In this report, the Committee makes recommendations aimed 
at quickly making the farm income safety net stronger and tailoring it better to the needs of Canada’s 
farmers. 


THE EXISTING FARM INCOME SAFETY NET 


A. The present situation 


In its December 1998 report on the farm income crisis, the Committee pointed out that, for the first 
time, a farm income crisis had seriously tested the strength of Canada’s farm income safety net. The 
safety net, set up shortly after the grain price war of the late 1980s, includes the Net Income 
Stabilization Account, crop insurance, and provincial companion programs, and since December 1998 
has included the AIDA program as well. During the Committee’s December 1999 hearings on the 
Prairies, exactly one year after the publication of its 1998 report on the farm income crisis, it heard 
evidence confirming that the farm income safety net was too loosely knit. 


In connection with the present farm income crisis, farmers told the Committee that the AIDA 
program had serious shortcomings and was not designed to address extended periods of low prices for 
agricultural commodities, particularly for grains and oilseeds. Witnesses were unanimous that 
Western Canadian grain farmers could not compete with highly subsidized farmers in the U.S. and the 
EU, and that the present farm income safety net did not cover the shortfalls Canadian farmers were 
experiencing. Grain prices in particular did not allow farmers to recover the costs of their inputs, 
while farmers in the U.S. and the EU received assistance that offset low prices. Western Canadian 


grain farmers had also endured successive years where natural disasters occurred—flooding in 
southern Manitoba and Saskatchewan, and drought in Alberta and northwestern Saskatchewan—that 
made their situation even more critical. 


The extremely wet spring of 1999 in southwest Manitoba and southeast Saskatchewan was a good 
example of a situation that seriously affected farm production capacity and was not covered by the 
farm income safety net. Flooding in the spring of 1999 prevented farmers from seeding much land 
(witnesses spoke of over one million acres left unseeded in Manitoba) although they had already 
applied fertilizer and pesticides the previous fall. The ground did not dry out early enough, and 
farmers who seeded late had poor crops. Witnesses stated that crop insurance did not cover 
expenditures incurred and it did not apply to unseeded acreage. Farmers who were able to seed only 
part of their land were unable to benefit from the AIDA program, even though it was specifically set 
up to respond to these situations. Among farmers who were eligible for AIDA program payments, the 
Program covered only a small percentage of expenditures incurred. Farmers appearing before the 
Committee stated that this situation should have been covered by a program like the one set up for 
farmers affected by the Red River flooding in 1997, payments under the Disaster Financial Assistance 
Agreement (DFAA) enabled farmers to recover the costs of lost inputs. Information provided to the 
Committee indicated that the DFAA did not recognize the situation in the spring of 1999 as a natural 
disaster. The Committee therefore makes the following recommendation. 


Recommendation 1 


Your Committee recommends that the criteria used to determine whether a natural 
disaster exists be reviewed and clarified, so that all events considered natural 
disasters are treated with equal fairness and consistency. 


Farmers appearing before the Committee gave further, structural reasons for the present farm income 
crisis, including the costs of transportation and inputs, but many considered the crisis to be primarily 
an issue of price distortions on international markets, aggravated by the unfavourable natural 
conditions of recent years. They called not only for a short-term solution that would put fast cash into 
farmers’ pockets but also, and soon, for a long-term solution. According to evidence heard by the 
Committee, then, it is imperative to repair the present farm income safety net and make it a 
risk-management tool that can handle inevitable fluctuations in markets for agricultural commodities 
with equal effectiveness in both the short and long terms. 


B. The Agriculture Income Disaster Assistance program (AIDA) 


The AIDA program was a major topic of discussion at the Committee’s hearings on the Prairies. 
When the AIDA program was announced in December 1998, its purpose was to provide prompt 
assistance “to address the extreme farm income difficulties experienced in 1998”.! The Program, 
which at the time had $900 million available in federal funding over a two-year period —$600 


million in 1998-99 and $300 million in 1999-2000—was aimed at farmers experiencing a precipitous 
drop in income. 


Agriculture and Agri-Food Canada (AAFC), 1998-1999 AAFC Performance Report, Ottawa, p. 24. 


Evidence heard by the Committee clearly indicated that, although the idea underlying the AIDA 
program was sound, the Program’s overly complex and limiting design and criteria made it ill-suited 
to farmers’ actual needs. Even the 1999 changes to the Program, including an additional $170 million 
over and above the initial $900 million, coverage of negative margins in 1998 and 1999, and the use 
of an olympic average in 1999,2 seemed barely enough to meet farmers’ expectations. 


In addition to the Program’s administrative complexity and apparent inconsistencies in reviewing 
AIDA applications, witnesses pointed out the following shortcomings: inadequate payments in the 
case of expanding farms; inequalities created by the fact that fiscal years differed from one farmer to 
the next; the problems of novice farmers, who operated on narrow margins; AIDA program inventory 
calculations using a single price, which failed to take into account market realities; and the linkages 
between AIDA program payments and NISA. Witnesses also said the AIDA program was a copy of 
Alberta’s Farm Disaster Income Program (FDIP), which was better suited to the business cycles of 
livestock ranchers than grain and oilseed farmers. Some farmers also stated that the AIDA program 
budget should be increased and its coverage raised to 90% from the present level of 70%. 


Some farmers stated that the AIDA program should simply be dismantled immediately; others felt 
that it could be fine-tuned and better adjusted to farmers’ needs. Witnesses found it regrettable that 
the AIDA program, which was quickly granted over $1 billion in public funds, was not itself quicker 
to make payments to eligible farmers. As one witness appearing before the Committee in Brandon 
clearly put it, any farm assistance program should be based on the following four principles: 
simplicity, fairness, predictability, and consistency,? basic principles that AIDA program designers 
seemed to have ignored. 


The Committee believes that changing three specific aspects of the AIDA program on the basis of 
these four principles would give farmers much better access to the $1 billion still in the Program’s 
coffers for the 1999 claim year. 


Firstly, according to many witnesses, basing AIDA program inventory calculations on the accrual 
method of accounting was completely unrealistic. Using the same monetary value, at the beginning 
and end of the year, fails to reflect fluctuations in markets for agricultural commodities and tends to 
result in lower payments to eligible farmers. Moreover, the AIDA program operates on a calendar 
year basis; however, farmers usually operate on an individual production year basis. Thus there is a 
discrepancy between the information asked for on the AIDA application and the income situation of a 
farmer. The Committee therefore makes the following recommendation. 


Recommendation 2 


Your Committee recommends that the AIDA program inventory calculation 
formula be changed in order to take into consideration actual market values of 
inventories at the beginning and end of the year. Furthermore, the Committee 
recommends that a mechanism be developed whereby AIDA applications can be 
filed with respect to the production year. 


2 


5 


An olympic average is calculated by using a five-year reference period, and weighted by eliminating the highest and 
lowest values. 
House of Commons, Standing Committee on Agriculture and Agri-Food, Evidence, Parliamentary Internet site, Meeting 


10, December 7, 1999, Brandon MB. 


Secondly, expanding the farm was often seen as a solution to shrinking margins and volumes. 
According to evidence heard by the Committee, the AIDA program adjustment formula applied to 
expanding farms was nothing more than a modified accrual adjustment of unpaid and prepaid 
inventories, with other adjustments made to the reference years used to calculate the margin. Thus, 
although a farm might be much larger than in previous years, inventories and accounts payable might 
not be much different than when the farm was smaller, since farmers who were expanding usually 
paid their bills and covered their expenditures. The AIDA program adjustment formula therefore 
failed to reflect these farms’ expansion phase, since the overall margin remained essentially 
unchanged during expansion. Although these farmers’ situation had changed, the AIDA program 
failed to take that fact into account and thus, to some extent, discriminated against farmers who 
expanded or diversified their operations. A solution to this discriminatory approach would be to 
include in the AIDA program formula a mechanism for pro-rating margin years so that they would 
correspond to the current year’s production unit. The Committee therefore makes the following 
recommendation. 


Recommendation 3 


Your Committee recommends that the AIDA program formula be changed so that 
the margin years used to calculate payments reflect expanding farm sizes and 
diversified farm operations. 


Thirdly, a number of witnesses noted a lack of compatibility between the AIDA program and NISA; 
in particular, they stated that the linkage between them, under which an amount equal to one year’s 
government contribution to NISA participants (3% of eligible sales) is deducted from federal 
payments to all AIDA program participants, should not exist. Witnesses repeatedly stressed that there 
should be greater consistency between these two programs so that farmers might use NISA as best 
meet their needs and still take maximum advantage of the AIDA program. The Committee therefore 
makes the following recommendation. 


Recommendation 4 


Your Committee recommends that the present link between the AIDA program and 
NISA be changed so that farmers may obtain maximum benefits from the specific 
features of both these farm income safety net programs. 


According to evidence heard by the Committee, these three recommendations would put the AIDA 
program in a good position to provide effective support to Western Canadian farmers, on condition 
that the recommendations are implemented promptly. The Committee therefore urges the federal 
government to act immediately. 


SHORT-TERM NEEDS FOR FARM INCOME SUPPORT 


Although witnesses were unanimous that a long-term farm income safety net is essential if Canada’s 
agricultural industry is to survive, the Committee also heard clear and consistent expressions of the 
immediate need for a short-tem injection of money, to go directly and promptly to farmers, 
independently of the present farm income safety net. The Saskatchewan Legislative Assembly and 
some witnesses, including the United Grain Growers (UGG), mentioned the possibility of a trade 
equalization payment program: under World Trade Organization (WTO) rules, Canada could increase 
its support to farmers, although retaliatory measures would have to be avoided by ensuring that the 
program was “green” under WTO rules, that is, that it does not distort production. 


Interestingly, informal polls at the Committee’s hearings indicated that most farmers favoured a 
universal non-targeted program over an AIDA-like program specifically targeting a certain category 
of farmers; it was often pointed out that, under non-targeted programs, farmers who were not in need 
paid back assistance indirectly through income taxes. That said, given the AIDA program’s flawed 
design and slow start, the results of these informal polls were not surprising. 


Western Canadian farmers and farm organizations appearing before the Committee suggested, in 
addition to changes and improvements to the AIDA program, the following two main solutions to the 
problem of meeting farmers’ immediate cash flow needs. 


¢ The first solution, proposed by many witnesses, was a program of payments based on seeded 
acreage, amounting to between $20 and $80 per acre, and paid directly to the persons farming the 
land. Supporters of this solution considered that it would be simple to set up, quick, and free of 
red tape. The Saskatchewan Association of Rural Municipalities (SARM) proposed that these 
acreage payments be made through its offices; other witnesses proposed that the Prairie Farm 
Rehabilitation Administration (PFRA) be made responsible for administration so that acreage 
payments could be made promptly. Although supporters of acreage payments told the Committee 
that they do not distort markets, certain conditions would still have to be met for such a program 
to qualify as “green” under WTO rules. According to witnesses who did not support this solution, 
acreage payments would involve many problems, including how to adjust payments to land 
productivity; how to deal with fallow, pasture, and unimproved land; discrimination against 
farmers who converted from grain growing to livestock ranching, or chose to farm small acreages 
intensively; and the possibility of some farmers expanding seeded acreage in order to obtain 
assistance, in response to which some witnesses proposed that eligible acreage be capped. 


e The second proposed solution was to use NISA as a vehicle for a trade equalization payment 
program. Use of NISA for such a program would be based on eligible net sales. Farmers who had 
not yet participated in NISA could open an account and obtain this type of assistance. 


As many witnesses, including UGG representatives, clearly pointed out,* acreage payments, 
especially made directly to farmers, might indeed seem attractive in the present situation. However, 
the urgency of the situation must not obscure that solution’s long-term impact and ramifications, 
which led the UGG and others to oppose it firmly. The Committee acknowledges the validity of these 
witnesses’ arguments. As well, in order to comply with the rules of international trade, acreage 
payments would have to be made available to all farmers in Canada and would require a 
federal-provincial agreement. The Committee wonders how quick and easy negotiating such an 
agreement would be and, assuming an agreement were reached, how long it would take to set up such 
a program. Although acreage payments would technically be simple to administer, they would still 
have to be quick and easy to develop; otherwise they would be of no use to farmers experiencing cash 
flow problems. Nevertheless, in light of evidence it heard, the Committee recognizes that it must 
explore this possibility and therefore makes the following recommendation. 


Recommendation 5 


Your Committee asks that Agriculture and Agri-Food Canada and the National 
Safety Nets Advisory Committee immediately consider the feasibility of setting up 
an acreage payment program, and report back to the Committee on this point as 


soon as possible. 


4 


UGG, presentation to the Standing Committee on Agriculture and Agri-Food, Prince Albert SK, December 8, 1999, p. 3. 


If a feasibility study showed that an acreage payment program were as simple to develop as it would 
be to administer, the Committee could then review its position and make related recommendations for 


changing and improving the AIDA program. 


The Committee considers the second short-term solution, a trade equalization payment program, an 
interesting concept. The failure of the Seattle negotiations in preparation for the upcoming round of 
Multilateral Trade Negotiations (MTNs) has meant that export subsidies and production support 
could continue to be a major source of distortions in markets for agricultural commodities for some 
time. If the upcoming round of MTNs lasts as long as did the Uruguay Round, a trade equalization 
payment program to reduce the risk associated with these distortions could become a basic 
management tool for Canadian farmers. Clearly, trade equalization payments will be part of any 
future long-term farm income support strategy. 


LONG-TERM VISION FOR FARM INCOME AND FAMILY FARM SUPPORT 


The long-term vision for a sustainable agricultural industry has two main aspects: the 
risk-management tools required for farm operation and production; and policies for rural 
development and communities. A risk-management tool like NISA is not a rural development tool. 
Prairie farming regions now need both farm production programs and rural development programs. 


A. Risk-management tools 


An essential message the Committee heard was that the farm income safety net must provide as much 
protection in the short as in the long term, and that short-term measures such as the AIDA program 
should promptly be followed by predictable and consistent long-term measures. If Canadian farmers 
are to carry out effective business planning, they must know what direction Canadian agriculture 
policy will take and what level of funding for farm programs will be maintained. Similarly, it must be 
made clear that the farm income safety net budget is to be spent on tools for managing the risks 
inherent in modern farming, not on rural development programs. 


Witnesses repeatedly told the Committee that NISA was the strongest component of the farm income 
safety net. Most farmers by far considered NISA an effective management tool for stabilizing farm 
income according to individual farmers’ needs. That said, even the world’s best program cannot 
achieve its objectives without adequate funding, particularly when the fluctuations of traditionally 
cyclic markets for agricultural commodities are obviously being intensified by the use of farm 
subsidies that distort world prices. Canada cannot compete with the U.S. or EU treasuries, but it can 
increase funding for its support programs and thus provide farmers with risk-management tools that 
are more reliable and predictable than is now the case. If more assistance were available under NISA, 
farmers could stabilize their incomes better and, as some witnesses suggested, NISA could include a 
trade equalization payment program. Some witnesses noted a recommendation from the National 
Safety Nets Advisory Committee that the federal-provincial governments contribution to NISA be 
doubled. The Committee endorses this view and therefore makes the following recommendation. 


Recommendation 6 


Your Committee recommends that the federal-provincial governments 
contribution to the Net Income Stabilization Account be doubled, from 3% to 6%, 
and that the federal and provincial ministers of Agriculture consider the 
possibility of making the rules governing the use of NISA more flexible, thus 


adjusting NISA to better suit changing conditions in markets for agricultural 
commodities. 


The Committee also considers that a farm income disaster assistance program must become a fourth, 
permanent component of the farm income safety net, in addition to the three basic 
components—NISA, crop insurance, and provincial companion programs—, and therefore makes the 
following recommendation. 


Recommendation 7 


Your Committee recommends that the federal government develop a permanent 
farm income disaster assistance program with a minimum annual budget of $500 
million and, in order to ensure the program’s long-term sustainability, that this 
annual budget be separate from the farm income safety net budget, so that 
unused funds can accumulate and form a contingency fund. 


A permanent farm income disaster assistance program could take the form of the AIDA program, 
with the adjustments the Committee recommends; or, if the feasibility study requested by the 
Committee is conclusive, it could take the form of an acreage payment program. 


Some witnesses also stated that there was a need to introduce a new national gross income insurance 
program, like the former national Gross Revenue Insurance Plan (GRIP). A similar program is 
available to Ontario farmers; Quebec uses a variation, a form of income stabilization insurance that 
guarantees farmers a positive net annual income. Some witnesses noted that, although GRIP had not 
been perfect, it had at least stabilized gross incomes, over which farmers had little control. Therefore, 
the Standing Committee urges the National Safety Nets Advisory Committee to examine the 
international trade implications of a national GRIP-type program. 


B. Climate favourable to family farms 


Some witnesses heard by the Committee suggested a farmland set-aside program under which some 
farmland would be taken out of production, claiming that there was too much farmland in production 
in Canada, and that only a structural adjustment of total acreage in production would increase prices 
for agricultural commodities. However, such a program might have limited effectiveness, given 
Canada’s share of world markets. Although Canada did implement a farmland set-aside program in 
the late 1960s in order to limit production of grain marketed by the Canadian Wheat Board, the global 
economic situation has changed a great deal since that time. Before expressing an opinion, the 
Committee believes it would have to become familiar with all aspects of a program of this type. 


Many other topics were discussed at the Committee’s hearings, including: grain transportation; the 
need for a road infrastructure program; and direct taxation in the form of fuel tax, provincial property 
tax paid by farmers, and the cumulative effect of income and other taxes on the costs of farm inputs. 
Many of these topics exceeded the Committee’s mandate but are nonetheless important to have a 


comprehensive perspective of rural development. 


9 


Agriculture is probably one of the last industries in Canada’s economy to be family based. Professor 
Hartley Furtan provided the following crisp definition of the family farm in Canada: 


It’s a farm that is the workplace of the family. The family does most of the work on the farm, with a 
small amount of hired labour. That is the key component, that the family farm is a farm where most of 
the labour —not all of it; it may be one person hired, or two, but not 50, okay? —is family labour. 
Now, it’s not how many acres it has. It’s not how many cows it has. But the key definition I focus on is 
that it’s the workplace and likely the residence of the family, and the labour that is supplied is largely 
family labour.? 


If there is a desire for farms in Canada to remain the workplaces and residences of families, the farm 
income safety net must be accompanied by a social and economic policy that will maintain a climate 
favourable to family farms. The Committee therefore makes the following recommendation. 


Recommendation 8 


Your Committee recommends that the government continue to develop a rural 
development policy clarifying the role and direction of the agricultural industry in 
Canada; one objective of this policy must be to maintain a favourable social and 
economic climate that will allow family farms to continue to form the basis of farm 
production. 


CONCLUSION 


The purpose of the Committee’s public hearings was to “study the effectiveness of long-term safety 
nets and other national initiatives to provide the stability and environment necessary for long-term 
stability in the agricultural industry,” and the Committee’s hearings clearly indicated that the status 
quo was not acceptable and that Canada’s agricultural industry needed an immediate injection of 
money. It was made clear during 


The hearings that any short-term measures should be followed promptly by long-term measures that 
will give farmers a clear, consistent and comprehensive idea of the direction Canada’s agriculture 
policy will take. 


In the short term, the Committee has recommended major changes to the AIDA program so that the 
$1 billion still in the Program’s coffers for 1999 be paid to farmers promptly. In the long term, the 
Committee has recommended that a permanent farm income disaster assistance program be promptly 
developed with a minimum annual budget of $500 million, to become a permanent fourth component 
of the farm income safety net. NISA should be improved and its funding doubled to increase its 
annual budget to approximately $500 million. Implementation of the Committee’s recommendations, 
along with the existing cash advance program, crop insurance, and provincial companion programs, 
would increase the farm income safety net budget to $1.4 billion, more than double its present level. 


Lastly, the Committee’s hearings on the Prairies indicated that the present farm income crisis could 
signal the start of a serious social crisis in rural Canada. The Committee has therefore recommended 
that the main objective of federal rural development policy be to maintain a social and economic 
climate favourable to family farms in Canada. 


House of Commons, Standing Committee on Agriculture and Agri-Food, Evidence, Parliamentary Internet site, Meeting 
6, November 23, 1999, Ottawa. 
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LIST OF RECOMMENDATIONS 


ES 


Recommendation 1 


Your Committee recommends that the criteria used to determine 
whether a natural disaster exists be reviewed and clarified, so that all 


events considered natural disasters are treated with equal fairness 
and consistency. 


Recommendation 2 


Your Committee recommends that the AIDA program inventory 
calculation formula be changed in order to take into consideration 
actual market values of inventories at the beginning and end of the 
year. Furthermore, the Committee recommends that a mechanism be 
developed whereby AIDA applications can be filed with respect to the 
production year. 


Recommendation 3 


Your Committee recommends that the AIDA program formula be 
changed so that the margin years used to calculate payments reflect 
expanding farm sizes and diversified farm operations. 


Recommendation 4 


Your Committee recommends that the present link between the 
AIDA program and NISA be changed so that farmers may obtain 
maximum benefits from the specific features of both these farm 
income safety net programs. 


Recommendation 5 


Your Committee asks that Agriculture and Agri-Food Canada and the 
National Safety Nets Advisory Committee immediately consider the 
feasibility of setting up an acreage payment program, and report back 
to the Committee on this point as soon as possible. 


Recommendation 6 
Your Committee recommends that the  federal-provincial 
governments contribution to the Net Income Stabilization Account be 
doubied, from 3% to 6%, and that the federal and provincial ministers 
of Agriculture consider the possibility of making the rules governing 
the use of NISA more flexible, thus adjusting NISA to better suit 
changing conditions in markets for agricultural commodities. 
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Recommendation 7 


Your Committee recommends that the federal government develop a 
permanent farm income disaster assistance program with a minimum 
annual budget of $500 million and, in order to ensure the program’s 
long-term sustainability, that this annual budget be separate from the 
farm income safety net budget, so that unused funds can accumulate 
and form a contingency fund. 


Recommendation 8 


Your Committee recommends that the government continue to 
develop a rural development policy clarifying the role and direction of 
the agricultural industry in Canada; one objective of this policy must 
be to maintain a favourable social and economic climate that will allow 
family farms to continue to form the basis of farm production. 
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Department of Agriculture and Agri-Food 1999/10/26 2 


Danny Foster, Managing Director, NISA/AIDA 
Douglas Hedley, Senior Executive Director 
Tom Richardson, Director General 
James Wheelhouse, Director General 

Farm Credit Corporation 
Jacques Lagacé, National Director, Government and 
Industry Relations 


Manitoba Legislative Assembly (Opposition) 1999/10/28 5 


Larry McGuire 


Province of Manitoba 


Andy Baker, National Farmers Union 

Gary Doer, Premier of Manitoba 

Maxine Routledge, Manitoba Women’s Institute 

Rosann Wowchuk, Minister of Agriculture and Food 
Saskatchewan and Manitoba Farm Delegation 

Sinclair Harrison, Saskatchewan Association of Rural 

Municipalities 

Leroy Larsen, Saskatchewan Wheat Pool 


Dwain Lingenfelter, Deputy Premier and Minister of 
Agriculture and Food (Saskatchewan) 


Saskatchewan Legislative Assembly 
Elwin Hermanson, Leader of the Saskatchewan Party and 
Leader of the Official Opposition 


Jim Melenchuk, Minister of Education, Leader of the 
Saskatchewan Liberal Party 


Canadian Federation of Agriculture 1999/11/04 4 


Benoit Basillais, Policy Analyst 


Robert Friesen, President 
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Canadian Federation of Agriculture (cont’d) 1999/11/04 


Sally Rutherford, Executive Director 


Department of Agriculture and Agri-Food 


Lambert Gauthier, Acting Director, Economic and Industry 
Analysis Division 


Douglas Hedley, Senior Executive Director 
Tom Richardson, Director General 
James Wheelhouse, Director General 


Farm Credit Corporation 1999/11/16 


John Ryan, President and Chief Executive Officer 
Marshall Stachniak, Vice-President, Farm Financing 


Royal Bank of Canada 


Carlos Leitao, Senior Economist 
John Murphy, Vice-President, Agriculture 
Canadian Wheat Board 1999/11/23 


Greg Arason, President and Chief Executive Officer 
Adrian Measner, Executive Vice-President 


University of Saskatchewan 


Hartley Furtan, Professor 
Richard Gray, Professor 
Keystone Agricultural Producers 1999025 


Donald Dewar, President 


Rural Municipalities of Regina 


Sinclair Harrison, President 


Wild Rose Agricultural Producers 


Allan Holt, President 
Canada West Equipment Dealers Association 1999/12/06 


Graham Starmer, Executive Director 


Clark Tweed, President 
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Rural Disaster Recovery Coalition 1999/ 12/06 
Donald Dewar, President 
Ray Redfern 


As Individuals 


Clarence Baker 
Duncan Broadfoot 
David Fourschou 
Wayne Motheral 
Brad Mroz 
Jim Pallister 
Henry Rempel 
Henry Reske 
Curtis Sims 
Fred Tait 
Rey Toews 
Ross Tufford 
Susan Van De Velde 
Jan Wishart 
Allard & Yakubchak Certified General 1999/12/06 
Accountants 
George Allard, Partner 


Parkland Industrial Hemp Growers 


Joe Federowich, Chairman 


As Individuals 


Albert Dohan 

Terry Drebit, Mayor, Town of Minnedosa, Manitoba 
Chris Dzisiak 

Don Fyk, Western Rail Coalition, Manitoba Chair 
Calvin Gust 

Richard Hamilton 

Walter Kolisnyk 

Boris Michaleski 
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As Individuals (cont’d) 


Art Potoroka 
Gert Schwickart 
Neil Stewart 
Stuart Zander 


Duane Zimmer 


Anglican Diocese of Brandon 


Malcolm Harding, Bishop 


Canadian Association of Agri-Retailers 


Ray Redfern, Past President 
Bernie Thiessen, Past President 


Meyers, Norris, Penny Accounting Firm 


Douglas Stroh, Partner 
As Individuals 


Alan Armstrong 
Bill Bell 

Bob Brigden 
Don Bromley 
Wendy Bulloch 
Kyle Cochrane 
Murray Downing 
Walter Finlay 
Gregg Fothringham 
Jim Green 

Don Hamilton 
Bill Morningstar 
Harvey Paterson 
Ron Rutherford 


Bernie Sambrook 


Saskatchewan Pulse Growers 


Lyle Minogue, Director 
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1999/12/07 


1999/12/07 


1999/12/06 
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Saskatchewan Wheat Pool | | | 


Marvin Wiens, Vice-President 


As Individuals 


Mark Alexander 
Leroy Berry 
Tom Cameron 
Jan Cushon 
Trevor Doty 
George Godenir 
Ed Keyowski 
Arlynn Kurtz 
Jack Pick 

Glen Seeman 
Lee Stanley 
Ray Walton 
Eric Wilmot 


Canadian Farm Women’s Network 


Raquel Moleski, Board Member 


Saskatchewan Ministry of Agriculture and Food 


Dwain Lingenfelter, Minister 


Saskatchewan Official Opposition, Agriculture Critic 


Bill Boyd, M.L.A 
As Individuals 


Roy Atkinson 
Ray Bashutsky 
Ron Bishoff 


Richard Donnelly 


Barry Farr 
William Giblett 


Ron Gleim 


Len Gustafson, Senator 


1999/12/07 


1999/12/08 
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As Individuals (cont’d) 


Sinclair Harrison 
Gayle Knutson 
Greg Lamb 

Denis Martine 
Avery Sahl 

Lorne Sheppard 
Dennis Thompson 
Stewart Wells 
Richard Wright 


National Farmers Union 


Morris Prescesky, Member 


United Grain Growers 


Terry Youzwa, Director 


As Individuals 


Wayne Bacon 
Dave Bailey 
Donald Blocka 
Leonard Blocka 
Ted Cawkwell 
Bill Cooper 
Mark Cousin 
Brett Halstead 
Bud Healey 
Adam Luciuk 
Michelle Luciuk 
Garfield Lutz 
Wayne Mastrachuk 
Armand Roy 
Bruce Wagner 
Barbara Willick 
Bob Willick 


18 


1999/12/08 


1999/12/08 


117 


118) 


Agri Link Corporation ” = 1999/12/09 fs 


Duane Stevenson 


Prairie Oat Growers Association 


Leo Meyer, Vice-President 


Rye & Triticale Association 


Leo Meyer, President 


Western Barley Growers Association 


Leo Meyer, Vice-President 
As Individuals 


Mills Anderson 
René Blanchette 
Donald Dumont 
Norman Dyck 
Peter Eggers 
Kit Fearon 
André Harpe 
Dave Hegland, Hegland Seed Farm 
Art Macklin 
Marcel Maisonneuve 
Brett McFarland, Falher Alfalfa Ltd. 
Rick Nagel 
Cliff Richards 
Harry Schudlo 
Gary Smolik 
Alberta Grain Commission 1999/12/09 


Brenda Brindle, Grain Industry Analyst 
Pat Durnin, Member 


Canadian Dehydrators Association 


Garry Benoit, Executive Director 


Bryan Davidson, President 
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Lakeland County 1999/12/09 15 


Gregory Ibach, Agricultural Fieldman 


Municipal District of Bonnyville 


Gordon Graves, Agricultural Fieldman 


As Individuals 


Ed Armstrong 

Ross Bezovie 

Adam Campbell 

Victor Chrapko 

Roger Epp 

Dan Gievelhaus 

Larry Kitz 

Henry Kowalchuk 

Einar Loveseth 

Greg Porozni 

Earle Rasmuson 

Bernard von Tettenhorn 

Arden Ziegler 
Agricore Cooperative Ltd. 1999/12/10 16 


George Groeneveld, Member 
Dennis Nanninga, Second Vice-President 


Alberta Soft Wheat Producers Commission 


Edwin Bronsch, Director for Tilley, AB 
Arthur Eckert, Chairman, Research 
As Individuals 
Colleen Bianchi 
Darcy Davis 
Robert Filkohazy 
Ike Lanier 
Ron Leonhardt 
Jim Ness 


Glenn Norman 
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As Individuals (cont’d) 


Robert Northey 
Howard Paulson 
Hilton Pharis 
Ken Sackett 
Larry Van Slyke 
Neil Wagstaff 
Murray Woods 


2.11 


1999/12/10 
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Agri Link Corporation 
Duane Stevenson 


Agricore Cooperative Ltd. 
George Groeneveld, Member 
Dennis Nanninga, Second Vice-President 


Alberta Grain Commission 


Brenda Brindle, Grain Industry Analyst 


Alberta Soft Wheat Producers Commission 
Edwin Bronsch, Director for Tilley, AB 
Arthur Eckert, Chairman, Research 


Allard & Yakubchak Certified General Accountants 
George Allard, Partner 


Anglican Diocese of Brandon 
Malcolm Harding, Bishop 


Canadian Association of Agri-Retailers 


Ray Redfern, Past President 


Canadian Dehydrators Association 
Garry Benoit, Executive Director 
Bryan Davidson, President 


Canadian Wheat Board 
Greg Arason, President and Chief Executive Officer 


Farm Credit Corporation 
John Ryan, President and Chief Executive Officer 


Federation of Canadian Municipalities 


Sam Synard, President 


Keystone Agricultural Producers 


Donald Dewar, President 


Lakeland County 
Gregory Ibach, Agricultural Fieldman 
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Manitoba Legislature 
Jon Gerrard, MLA, River Heights 


Manitoba Women’s Institute 


Municipal District of Bonnyville 


Gordon Graves, Agricultural Fieldman 


National Farmers Union 
Morris Prescesky, Member 
Stewart Wells 


Nova Scotia Department of Fisheries and Aquaculture 


Parkland Industrial Hemp Growers 


Joe Federowich, Chairman 


Prairie Oat Growers Association 


Leo Meyer, Vice-President 


Province of Manitoba 


Rosann Wowchuk, Minister of Agriculture and Food 


Quadra Group 
Richard Wright, General Manager 


Rural Disaster Recovery Coalition 


Donald Dewar, President 


Rural Municipalities of Regina 


Sinclair Harrison, President 


Rural Municipality of Bengough 
William Giblett 


Rye & Triticale Association 


Leo Meyer, President 


Saskatchewan Legislative Assembly 


Elwin Hermanson, Leader of the Saskatchewan Party and Leader of the Official Opposition 


Saskatchewan Ministry of Agriculture & Food 


Dwain Lingenfelter, Minister 


Saskatchewan Official Opposition, Agriculture Critic 
Bill Boyd, M.L.A 


24 


Saskatchewan Wheat Pool 


Marvin Wiens, Vice-President 


Saskatchewan Women’s Agricultural Network 


Raquel Moleski, Board Member 
The Prairie Farm Commodity Coalition 


United Grain Growers 


Terry Youzwa, Director 


Western Barley Growers Association 


Leo Meyer, Vice-President 


As Individuals 


J.M. Anderson 
Alan Armstrong 
Dave Bailey 

Bill Bell 

Leroy Berry 
Colleen Bianchi 
Darrel Bieganek 
Leonard Blocka 
Bob Brigden 
Don Bromley 
Wendy Bulloch 
Tom Cameron 
Adam Campbell 
Ted Cawkwell 
Mark Cousin 


Ray Danyluk, Councillor, 
County of St. Paul 


Darcy Davis 
Trevor Doty 
Murray Downing 
Peter Eggers 
Reg Enright 
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Roger Epp 

Ken Eshpeter 

Kit Fearon 
Walter Finlay 
Gregg Fotheringham 
Ken Giebelhaus 
Dan Gievelhaus 
Al Gigmore 
George Godenir 
Calvin Gust 
Richard Hamilton 
William Hayes 


Dave Hegland, Hegland Seed Farm 


Terrence Highmoor 
Thomas Jackson 
M. Johnson 

Ed Keyowski 

Larry Kitz 

Gayle Knutson 
Walter Kolisnyk 
Dorothy Kosowan 


Greg Lamb 
Einar Loveseth 
Garfield Lutz 
Art Macklin 


Brett McFarland, Falher Alfalfa Ltd. 


Boris Michaleski 
Bill Morningstar 
Rick Nagel 

Jan Nestibo 
Robert Northey 
Harvey Paterson 
Howard Paulson 
Hilton Pharis 
Greg Porozni 

Art Potoroka 
Earle Rasmuson 
Cliff Richards 
Mike Rudakewish 
Bernie Sambrook 
Harry Schudlo 
Gert Schwickart 
Lorne Sheppard 
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Kelly Shockman 
Gary Smolik 


Jim Smolik, 
Committee 


Lee Stanley 
Neil Stewart 


Co-Chair, Safety Nets 


Charlie Swanson, President, 
National Affairs 


Donald Thompson 


Susan Van De Velde 


Larry Van Slyke 


Bernard von Tettenhorn 


Bruce Wagner 
Neil Wagstaff 
Ray Walton 


Agricore 


Jerry Wilde, F.C.A., Wilde & Company, 
Chartered Accountants 


Barbara Willick 
Bob Willick 
Eric Wilmot 

lan Wishart 
Stuart Zander 


Duane Zimmer 


REQUEST FOR GOVERNMENT RESPONSE 


Pursuant to Standing Order 109, your Committee requests the Government to table a comprehensive 
response to this Report. 


A copy of the relevant Minutes of Proceedings of the Standing Committee on Agriculture and 
Agri-Food (Meetings Nos. 2 to 18 which includes this Report) is tabled. 


Respectfully submitted, 


John Harvard, M.P. 
Chairman 
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DISSENTING OPINION OF THE OFFICIAL OPPOSITION 
MEMBERS OF THE HOUSE OF COMMONS STANDING 
COMMITTEE ON AGRICULTURE AND AGRI-FOOD 


Introduction 


Since October 21, 1999, the House of Commons Standing Committee on Agriculture and Agri-Food has 
examined issues surrounding the farm income crisis facing farmers. The Committee has held hearings into 
the effectiveness of long-term safety nets and other national initiatives to provide the stability and 
environment necessary for stable growth in the agricultural industry. 


The hearings are necessary because the ongoing farm income crisis has not abated, and because the 
government’s Agriculture Income Disaster Assistance (AIDA) program has failed to deliver the necessary 
emergency compensation to farmers. At the time of this report, less than 25% of the $1.7 billion promised 
by the federal government has been delivered to producers. 


The situation, especially in Western Canada, is so dire that 40% of producers have indicated that they may 
be leaving the farm in the next year. Immediate government action is necessary to ensure that this does not 
occur. 


Government action should begin by adopting the recommendations included in the Official Opposition’s 
dissenting opinion on farm income crisis, tabled in the House of Commons on December 10, 1998. The 

Official Opposition recommendations extend beyond the need for immediate emergency funding and, if 
implemented, would significantly address the root causes of the current farm income crisis. 


The current recommendations of the Official Opposition are based, in large part, upon input received from 
producers. The Committee report does not adequately reflect the views of farmers. While the Committee 
did travel to Western Canada and held a total of nine meetings, the hearings held by the Committee were 
inadequate. The hearings have not heard from enough farmers, the Committee travel in the West was not 
extensive enough, and the hearings ignored the needs of farmers in other parts of the country. A glaring 
example of the deficiencies in the Committee report is the lack of any hearings or discussion on the rift that 
has developed between provinces that want to distribute safety net funding based on risk and those 
provinces that want provincial safety net funding based on farm cash receipts. 

The Official Opposition proposed three amendments to the Committee travel plans that would have 
corrected these deficiencies. We proposed that the time frame for Committee travel be extended through to 


the end of January, the Committee travel be extended into the cash crop regions of Ontario, and the 
Committee hear directly from primary producers when travelling. We are disturbed that the majority of the 


Committee rejected these amendments. 


Because of the inadequacies of the Committee hearings, the Official Opposition has undertaken 
independent hearings, Action for Struggling Agriculture Producers (ASAP). In total, we intend on holding 
60 town hall meetings, and we intend on submitting the report of these hearings to the Standing Committee 


and to the House of Commons. 


The recommendations of the Official Opposition are all supported by presentations to the Standing 
Committee and would significantly improve farm incomes if implemented. 
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1. The $1.7 billion promised to farmers by the federal government must be immediately delivered to 
farmers. 


On December 10, 1998, the Minister of Agriculture and Agri-Food announced that farmers would have a 
“bankable program by Christmas”. This pledge has not been fulfilled. 


The Premiers of Manitoba and Saskatchewan are on record that their farmers alone require $1.3 billion. At 
the time of writing this report less than 25% of the $1.7 billion promised by the federal government has 
been delivered to farmers. In Manitoba and Saskatchewan, 62% of farmers that have applied for emergency 
compensation have been denied. | 


The Agriculture Income Disaster Assistance (AIDA) program has completely failed to address the farm 
income crisis. This sentiment was put succinctly by the Chairman of the Standing Committee on 
Agriculture and Agri-Food who stated that the AIDA program was “an absolute failure”. 


The failure of the AIDA program, and the refusal of the government to address the program’s shortcomings 
have alienated farmers, as demonstrated by Mrs. Susan Van de Velde who stated in Portage la Prairie, 
Manitoba, “ ... the present government is totally out of touch with the reality of the situation that farmers 
are facing in Canada ...”. 


The Official Opposition is continuing to demand that the government immediately deliver the emergency 
assistance that was promised over a year ago. 


2. Farm Safety Nets must be reformed to ensure long-term stable protection for farmers and 
eliminate the need for ad hoc programs in the future. 


The Official Opposition recommends that the government vigorously use federal safety net programs to 
support Canadian food producers who are struggling against conditions outside their control, such as 
foreign subsidies, trade distorting influences, market cycles and natural hazards. 


a) Income Disaster Program 


The farm safety net package must include an effective income disaster program that protects producers 
against market failure caused by foreign subsidies. 


At the Committee hearings in Airdrie, Alberta, the Alberta Soft White Wheat Producers Commission put 
forward a proposal that would incorporate an income disaster account into the Net Income Stabilization 
Account (NISA) program. This proposal has merit and should be examined further by the National Safety 
Net Advisory Council, the Standing Committee on Agriculture on Agri-Food and the Minister of 
Agriculture and Agri-Food. 


b) Crop Insurance Programs 


Crop insurance programs must have affordable premiums, must provide coverage for unseeded acreage, 
and provide adequate levels of coverage for crop losses. 


Many producers echoed the sentiment of Mr. Ray Toews who stated during the hearings in Portage la 
Prairie that “crop insurance programs do not allow you to increase your coverage level as your risk 
increases”. 


An improved crop insurance program, including adequate coverage for natural disasters, would ensure that 
the severe income losses caused by flooding in south-western Manitoba and south-eastern Saskatchewan 
in the spring of 1999 would not recur. 
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€) Income Insurance Programs 


The Net Income Stabilization Account (NISA) is not readily accessible to farmers in times of need. This 
fact was articulated by Mr. Stewart Sander of Dauphin, Manitoba, when he stated “... it’s hard to trigger 
your money out of it [NISA account]. I haven’t been able to trigger mine for a number of years ...°« [De 
NISA program must be amended to correct this flaw. 


In addition, the NISA program has not been in existence long enough for farmers to build their accounts to 
adequate levels. Mr. Duane Zimmer noted in Dauphin, Manitoba, that “NISA is a good program that is still 
in its infancy. It will take many good years in agriculture before it can stabilize our industry”. 


Some farmers have complained that the NISA program discriminates against Prairie grain farmers because 
freight and elevation charges are not considered eligible expenses. It is the recommendation of the Official 
Opposition that NISA be adjusted to allow farmers to use freight and elevation as eligible NISA expenses. 


Again, the proposal put before the Committee by the Alberta Soft White Wheat Producers Commission 
could address some of the concerns regarding NISA. é 


3. The Official Opposition recommends that the federal government immediately move to implement 
general tax reductions, lower user fees charged by the Department of Agriculture and Agri-Food, 
and reduce federal taxes charged on the manufacture, transportation, and sale of agricultural 
inputs, such as fertilizer and fuel. 


This recommendation was included in the Official Opposition’s December 1998 dissenting opinion on the 
Farm Income Crisis. However, it was one of the recommendations that the government chose to ignore. 


Almost every farmer who has testified before the Standing Committee has stated that high input costs are 
killing their farms. The federal government is a significant contributor to these rising costs. 


The Canadian Fertilizer Institute estimates that farmers pay approximately $300 million in hidden taxes 
when they purchase fertilizer. The federal government also takes taxes from other farm inputs such as fuel, 
pesticides, and transportation services. This tax burden must be reduced. 


The taxes on farm inputs are over and above the $2.75 billion that farmers paid in income taxes from 1993 
through 1997. Like all Canadians, farmers would benefit from immediate general reductions in tax levels. 


The impact of government taxation was eloquently demonstrated by Mr. Boris Michaleski, of Dauphin, 
Manitoba, who showed that the tax grab on a bottle of beer is 190 times the original selling price of the 


barley. 


As has been noted by many presenters, tax relief must not only come from the federal government. The 
Official Opposition encourages provincial governments to consider lowering farmers’ tax burden, 
especially in the area of property/land-based taxes. 


The federal Minister of Agriculture and Agri-Food also continues to charge approximately $137 million in 
user fees. In his November 1999 report, the Auditor General of Canada criticized the Minister of 
Agriculture and Agri-Food because his fees are not related to the cost of the services. In other words, these 


fees are just another tax on farmers. 
The Official Opposition continues to call for the Minister of Agriculture and Agri-Food to reduce these 


costs immediately. The Ministry of Agriculture and Agri-Food must follow the principle of cost recovery 


and not use these fees to generate revenue. They also must clearly identify all users and beneficiaries of a 


Service. 
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4. The Official Opposition recommends that the government immediately move to give Western 
Canadian farmers the freedom to pursue marketing opportunities independent of the Canadian 
Wheat Board. This would include (but not be limited to) marketing directly to farmer-owned new 
generation co-operatives. 


More and more farmers in Western Canada are calling for changes to the Canadian Wheat Board’s (CWB) 
monopoly powers. Reports of a recent survey of western farmers indicate that only 33% of producers 
support the CWB in its current form. 


The call for changes have increased because of the CWB’s ongoing refusal to grant new generation 
co-operatives an exemption from its monopolistic pricing policies, and thereby encourage the development 
of farmer driven value-added processing. 


One proposal, put forward by the Prairie Pasta Producers, would put an extra $3 per bushel, or $15 million 
annually, into the pockets of durum producers. Because of the CWB’s opposition, it is becoming doubtful 
that this proposal will proceed. It is unacceptable for the CWB to use its legislative powers to block 
farmers who are trying to stabilize their incomes. 


This position is supported by many, including Mr. Sinclair Harrison, President of the Saskatchewan 
Association of Rural Municipalities, who, when testifying before the Standing Committee stated, “They’re 
[the CWB] going to have to accommodate value-adding”. 


5. The Official Opposition recommends that the federal government immediately lower farmers’ 
costs by enabling, through legislative changes, a competitive, commercially accountable grain 
handling and transportation system. 


The current grain handling and transportation system is rigid, unaccountable, and does not efficiently serve 
the needs of farmers, grain companies or railways. 


Mr. Curtis Simms told the Committee in Portage la Prairie, Manitoba, that the current system has 
“suppressed creativity, ingenuity, performance, accountability”. 


The Prairie Farm Commodity Coalition estimates that reforms to the current grain handling and 
transportation system could save farmers over $300 million annually. Put another way, this would result in 
a cost reduction of over $15,000 per year for an average farm. 


6. The Official Opposition calls on the federal government to immediately begin, in partnership with 
the United States and Cairns Group of countries, to secure bilateral negotiations with France, 
Japan, and Korea with the aim of reducing harmful export and domestic subsidies. 


Canadian farmers, who depend upon exports, are being forced into bankruptcy because foreign subsidies 
are driving down the world price for their commodities. For example, European wheat farmers receive 56% 
of their income from government, US wheat farmers receive 38% of their income from government, while 
Canadian wheat farmers receive only 9% of their income from government. Canadian beef farmers, who 
only receive 6% of their income from government, are forced to compete against European beef producers 
who receive 62% of their income from government. 


The impact of foreign subsidies is also crippling value-added industries that have been a significant source 
of income for farm families. The Standing Committee heard from the Canadian Dehydrators Association 
how their export markets have been destroyed because of subsidies from the European Union. Canada must 
aggressively pursue a negotiated end to market interference from our trading partners. 


Canada must negotiate a reduction in foreign subsidies to reduce this imbalance. While aggressive 
negotiations at the WTO are necessary, it is clear that, given the recent failure of the initial WTO talks in 
Seattle, Canada must pursue other, bilateral, trade negotiations. 


32 


The collective buying power of the free trading nations should be used to push the protectionist countries 
back to the table. For example, from January 1999 to the beginning of September, Canada imported 

$2.5 billion more from France than they bought from us. This trade surplus is leverage that should be 
combined with the buying power of our partners and used in negotiations. 


For months, the Official Opposition has been calling on the Prime Minister to become personally involved, 
and lead bilateral trade missions aimed at lowering agricultural subsidies. He has refused. The collapse of 
the talks in Seattle makes his personal involvement more important today. 


7. The Official Opposition recommends that the federal government, in cooperation with the 
provincial governments, ensure that adequate counselling/support programs are available for 
farm families suffering through the farm crisis. 


News reports have documented the severe stress level facing farm families. Bishop Malcolm Harding, of 
the Anglican Diocese of Brandon, stated, “I know of suicides, I’ve heard of threats of suicide, it’s very real 
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The Official Opposition agrees with the Bishop’s conclusion that ”I firmly believe we must be involved in 
this crisis, especially on the human and social level, as this in my opinion is not only an economic crisis, 
but a grave issue of social concern”. 


8. The government must clearly define, especially for agriculture producers, the future direction for 
agriculture policy in Canada. As part of this, the government, in conjunction with the provinces, 
and the Farm Safety Net Committee, must develop a definition of ”’farmer” to ensure that 
agriculture policy and government funding are clearly focused. 
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Introduction 


The House of Commons Standing Committee on Agriculture and Agri-food attempted to respond to the 
present farm income crisis in Canada by holding a series of public hearings on the Prairies. Although the 
Committee’s deliberations were important and responsible, the Bloc Québécois cannot associate itself 
with the Committee’s report. There are two main reasons for our dissenting report: firstly, the title of the 
report does not reflect its content; and, secondly, some recommendations, based as they are solely on the 
present situation on the Prairies, are highly questionable. 


A biased report whose title does not reflect its content 


Having read the Committee report, entitled Strategy for Making the Farm Income Safety Net Stronger 
and More Responsive to Farmers’ Needs, the Bloc Québécois considers that the report should have 
provided a more complete picture of the agricultural sector in Quebec and Canada. In order to do so, the 
Committee would have had to hear witnesses from Quebec and all the provinces. Nothing of the sort was 
done. Although we raised this point at Committee meetings, it was dismissed as being irrelevant. 


The analysis of the economic situation given in the Committee’s report focuses solely on the situation of 
Prairie farmers, while its recommendations are general in nature. The Bloc Québécois does not challenge 
either the reality of the present farm income crisis on the Prairies or the urgency of making decisions 
about it, but the report, in ignoring the situation of farmers in Quebec and other provinces, implies that 
their situation is rosy. Do the “farmers’ needs“ referred to in the title of the report mean only Prairie 
farmers’ needs? Is the report a plank in an election platform, a springboard from which the Liberals are 
preparing to conquer the West? The Bloc Québécois wishes to point out that the present farm income 
crisis is not limited to Western Canada; the crisis is more visible and more urgent there, since agriculture 
in the Prairie provinces specializes more in grains and oilseeds, prices for which have recently plunged. 


As well, the title of the Committee report suggests that it is intended to present a strategy. A strategy is 
defined in the Nouveau Petit Robert dictionary as a “series of operational objectives selected to 
implement a previously defined policy” [translation].! In light of this definition, why does the report 
make no reference to hog and sheep producers in Quebec, who are still suffering from the effects of the 
slump in their farm income? Why does the “series of operational objectives selected to implement a 
previously defined policy“ refer solely to the Prairie provinces? It undoubtedly does so because the 
“previously defined policy“ is to allow the Liberals to harvest Prairie votes. 


Finally, in tabling our dissenting opinion, the Bloc Québécois wishes to show that the federal government 
is responsible for the present situation since it set up the entire Agricultural Income Disaster Assistance 
(AIDA) Program, which is more visible than useful to farmers experiencing income crises. When the 
AIDA Program was announced, both farmers and the Bloc Québécois consistently criticized its 
shortcomings, but the Liberals ignored our objections. Now, the Committee report recommends an 
overhaul of the AIDA Program operational criteria. Our dissenting opinion, then, is intended to highlight 
this blatant failure: the AIDA Program as originally set up was never designed to meet farmers’ needs. 
Because they waited so long before accepting this fact, the Liberals are responsible for the worsening of 


the farm income crisis, which has deteriorated to the point where the very survival of many farmers is 
now at stake. 


| Nouveau Petit Robert, page 2149, column 1, definition 2. 
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The recommendations 


The Bloc Québécois has carefully studied all the recommendations contained in the Committee report. 
Good intentions aside, Recommendation 1 includes no criteria for defining natural disasters. 


Recommendation 5 is unacceptable. Firstly, the Bloc Québécois fails to understand why this 
recommendation is contained in the Committee report when paragraphs 19 to 22 criticize the concept 
strongly and in detail; apparently this recommendation was included solely because it was acceptable to 
Prairie farmers. Secondly, this recommendation would essentially set up a non-targeted program, and it 
would require additional funding so that farmers actually in need of assistance would indeed obtain it. 
Thirdly, a farm income support program based on seeded acreages instead of production yields would 
certainly be a waste of money, allocating public funds according to criteria that are not based on 
economics (yields) but rather on geometry (acreages), and this would involve paying out a great deal of 
public money to those who do not need it in order to ensure that those who do need it--small farmers, for 
example--are eligible for a decent level of assistance. 


Recommendation 6, aimed at increasing federal and provincial contributions to the Net Income 
Stabilization Account (NISA), also comes up against the problem of allocating funds. Contributions to 
NISA must not be increased to the detriment of contributions to other farm income support programs. 


Although it is not customary to do so in a dissenting report, the Bloc Québécois wishes to point out that 
Recommendation 8 is a praiseworthy initiative. However, it is high time to take action and to ensure that 
farm income support programs take into account the real situation on family farms. 


Conclusion 


At a time when action is urgent, the Bloc Québécois is disappointed with the government’s lack of 
openness. All farmers, not only Prairie farmers, are experiencing economic difficulties. However, in this 
Committee report, the government has done more electioneering than problem-solving. More seriously, 
the report makes blanket recommendations based solely on the situation in the Prairie provinces. This fact 
does not mean that some recommendations are irrelevant, but, when the government claims to be 
recommending a strategy for Making the Farm Income Safety Net Stronger and More Responsive to 
Farmers’ Needs, the least it can do is to consult all farmers in all parts of Canada and Quebec. 
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DISSENTING OPINION BY DICK PROCTOR FROM THE 
NEW DEMOCRATIC PARTY TO THE FARM SAFETY 
NET REPORT BY THE HOUSE OF COMMONS 
STANDING COMMITTEE ON AGRICULTURE AND 
AGRI-FOOD 


It is stated in the Committee’s Report, on page 8, that “Canada cannot compete with the U.S. or EU 
treasuries.” The New Democratic Party disagrees completely with this statement. Canada certainly does 
have the financial resources to compete with the United States and Europe. Rather, the Canadian 
government has decided it does not want to compete. 


At a time when signatories to the Uruguay Round of GATT were asked to lower their support payments to 
agriculture by 20%, Canada chose to reduce its support to Canadian agriculture by more than 60%. 
Government officials have told this Committee that Canada could increase its support by more than 

$2 billion without risking any form of retaliation from other countries. 


Given these facts, it is obvious that the statement Canada cannot compete with the U.S. or EU 
treasuries” is unsustainable. 


The estimated budget surplus for this year alone is forecast to be $10 billion. The federal Finance 
Minister forecasts a $95 billion surplus over the next 5 years. 


It is a matter of priorities. Governments in the United States and Europe have decided that food security 
and a viable agricultural sector are critically important to the economies, social security and stability of 
their countries. 


The Government of Canada has decided, however, that our surplus should be spent on priorities other 
than supporting agriculture at an adequate level. 


The argument that a country like Italy, for example, has the financial resources to support its farmers, but 
Canada does not, is simply illogical. According to OECD figures, Italy’s debt in 1998 was 107.5% of its 
GDP, compared to Canada’s 60.9%. Further, the federal government’s own 1999 Economic and Fiscal 
Update forecasts that Canada’s debt will decline to 46.5% of GDP by 2004-05. This is close to the G-7 
average. With a $95 billion surplus on the horizon, and our debt to GDP ratio declining, we certainly can 
afford the $1.3 billion that the provinces of Manitoba and Saskatchewan are requesting in trade 


equalization payments. 


Canada could compete if our government had the will. By the government’s own figures, we have the 
money. What the government does not have is the will. 


By saying that Canada cannot compete with the EU and U.S. treasuries, is the Committee not conceding 
that it therefore falls to Canadian farmers to compete with these treasuries? 


In conclusion, there is no evidence presented in this report to substantiate the phrase “Canada cannot 
compete with the U.S. or EU treasuries” on page 8. Consequently, because the phrase is completely 


unsupportable, it must be removed. 
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DISSENTING OPINION OF THE PROGRESSIVE 
CONSERVATIVE MEMBERS OF THE HOUSE OF 
COMMONS STANDING COMMITTEE ON 
AGRICULTURE AND AGRI-FOOD 


With respect to the report of the Standing Committee on Agriculture, the Progressive Conservative Party 
of Canada acknowledges and appreciates the hard work and revealing personal testimony of the 150-plus 
individual producers and interested parties during the series of public meetings in 9 Prairie towns and 
rural communities. The terms of reference provided that the Committee would study and report back to 
the House of Commons with recommendations on “the effectiveness of long-term safety nets and other 
national initiatives to provide stability and environment necessary for stable growth in the agricultural 
industry”. 


However, we wish to express disappointment that the Committee chose to delay hearings until December 
and abbreviate the time frame allotted, in spite of recommendations by Members of the Opposition, 
preventing a more comprehensive study of a long-term national vision for agriculture. In addition, the 
Committee did not see fit to report to the federal government with specific and detailed solutions and 
recommendations prior to the federal/provincial/territorial agriculture ministers’ meetings on safety nets 
to offer advice on how to sustain the future viability of the agriculture industry. 


As well, we are disappointed that after two committee reports and well into the second term of their 
administration, the federal government has failed to provide the leadership, long-term vision and 
workable solutions the agriculture industry justly deserves. To date, the federal government has not 
adequately addressed important and pressing issues of, including but not limited to, increasing subsidized 
competition, rising input costs, natural and economic disasters and an inadequate long-term national 
safety net program. It is not difficult to understand that with all of these factors working against the 
Canadian farmer, as one witness pointed out, “even if one or both members of the family work off the farm 
they still have difficulty keeping the farm afloat”. 


The Minister of Agriculture also failed to pre-empt the problems associated with the Agriculture Income 
Disaster Assistance (AIDA) program by neglecting to take the advice of the National Safety Nets 
Advisory Committee, industry stakeholders and primary producers. The problems that plagued the AIDA 
program relating to the reference margin period, negative margin coverage, NISA linkage, family labour 
and the delivery and administration of assistance payments could have been rectified, at the onset, had the 
Minister and his department taken the necessary precautions to address these issues. Furthermore, the 
AIDA program as it was designed served only as an ad hoc program that had, at best, tepid support from 
the provinces. What the provinces and industry have been requesting is a long-term safety net program 
that can withstand the test of time, like the Net Income Stabilization Account (NISA), not more ad hoc 


programs. 


Although the PC Party of Canada supports the principle of the recommendations put forward in the 
Committee’s Report, we feel that it does not adequately encompass some of the fundamental components 
needed in a national agricultural framework. An effective and progressive long-term vision for 
agriculture is needed in order to maintain a viable industry well into the 21st century. The Progressive 
Conservative Party of Canada, therefore, recommends the following: 


4] 


Recommendation 1: 


The PC Party of Canada supports a safety net funding formula based on farm 
cash receipts as long as the federal government develops a comprehensive 
national disaster program that would take into account regional differences, 
climatic risks or economic downturns, addressing any shortfall due to the change 
in the funding formula. This program should not penalize farmers who practice 
prudent risk management and should be made available to all commodities, 
except supply management. The design of the new program should draw upon the 
knowledge and successes of the previous GRIP (Gross Revenue Insurance 
Program) and the current MRI (Market Revenue Insurance) program in Ontario and 
Alberta’s FIDP (Farm Income Disaster Program). The new program could be cited 
as the Federal Agriculture Stabilization Transfer (FAST). 


Recommendation 2: 


The PC Party of Canada recommends that funding for the new national disaster 
program should be provided from an account outside the current safety net 
package of NISA, Crop Insurance and companion programs. Furthermore, any 
expenditures left over from AIDA after the program has been exhausted should 
not be returned to the government’s Consolidated Revenue Fund but set aside as 
“seed money” for the creation of the new national disaster program. 


Federal expenditures for agriculture have declined dramatically since 1993. According to Agriculture and 
Agri-Food Canada’s Policy Branch, over $2 billion (in 1993 dollars) has been eliminated from the federal 
government’s budget for agricultural support, illustrating over 55% reduction under the Liberal 
government’s administration. Increased funding is required in order to develop a comprehensive and 
effective disaster program that is able to bridge the gaps in the current safety net framework. There is a 
need for the federal government to begin looking at the extenuating circumstances of a natural disaster 
and consider compensation for loss of value of inventory, property damage, restoration or maintenance of 
productive land condition and business employment support. Even the federal government’s departmental 
trade experts have stated publicly that “Canada has around $2 billion in wiggle room” under our WTO 
(World Trade Organization) domestic support commitments to accommodate further farm aid payments. 


According to the Economic and Policy Analysis Directorate at Agriculture Canada, the Agriculture and 
Agri-food portfolio accounts for 77% of all industry cost recovery fees. Canadian farmers pay 
$92 million or 67% of the $137 million federal cost recovery bill charged to the food sector. The user fee 


burden on the primary producer is significant given the compounding effects of natural disasters and the 
commodity crisis. 


Recommendation 3: 


The PC Party of Canada requests that the federal government extends the 
moratorium on new or increased regulatory fees for the agriculture sector until: 


a) Departments minimize costs; 
b) Fees are based on more accurate accounting of costs and services; 


Cc) Full economic cost of fees are considered in the overall cost/benefit of the 
regulatory system; 


d) There are proper redress mechanisms for stakeholders. 


42 


The 1996 Carter & Lyons’ economic study on single-desk selling pointed out the benefits to the primary 
producer that occurred following the removal of oats in 1989 and the short-lived continental barley 
market in 1993. For example, after oats were removed from the CWB, they state “Canadian farm gate 
prices for oats have risen relative to world levels, and marketing costs have fallen by about one-third”. 
Providing such marketing opportunities outside of the CWB can assist the primary producer in 
establishing a more sound financial footing. Some witnesses at the Standing Committee hearings have 
gone so far as to suggest that Canada should put the CWB’s monopoly trading power on the negotiating 
table in exchange for a reduction of export subsidies at the WTO. 


Recommendation 4: 


The PC Party of Canada believes that Western Canadian grain farmers should be 
given the freedom and opportunity to market their product outside the Canadian 
Wheat Board (CWB). The CWB should be designed as a voluntary marking board 
in order to provide producers with an alternative marketing venue to maximize 
their returns and improve their financial position. Furthermore, we believe that the 
CWB should remove impediments to the value-added process and new 
generation co-ops on the Prairies. 


Support for establishing a SDRM program has come not only from the horticulture industry but was a 
recommendation put forward to the federal Agriculture Minister by the National Safety Nets Advisory 
Committee in its report on June 15th, 1998. An example of the success of an SDRM initiative was the 
1996 pilot project in Ontario which had 972 producers participate or about 50.2% of eligible NISA 
participants. The program costs were $64.81 per participant as compared to an average crop insurance 
administrative cost of $264 per contract. 


Recommendation 5: 


The PC Party of Canada recommends that Self-Directed Risk Management 
(SDRM) should become a national program made available to commodities which 
are currently not insurable or not adequately served by Crop Insurance programs. 
To be eligible for SDRM, producers must not have enrolled in crop insurance for 
that crop year. 


The federal government collects approximately $4.4 billion annually in transportation related fuel taxes. 
Currently, Canadian farmers pay the federal government 4 cents per litre for diesel and 10 cents for 
gasoline in taxes. In addition to other measures needed to reduce the overall tax burden for all Canadians, 
eliminating taxes on farm use fuel would specifically target agriculture producers in an effort to help 
alleviate the devastating impacts of the farm income crisis. According to estimates from Agriculture 
Canada, the cost of eliminating all federal taxes on farm use fuel would be $175 million. 


Recommendation 6: 


The PC Party of Canada recommends that the federal government eliminate 
federal taxes on diesel fuel and gasoline for agriculture producers used directly 


for fieldwork. 
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MINUTES OF PROCEEDINGS 


Thursday, February 10, 2000 
(Meeting No. 18) 


The Standing Committee on Agriculture and Agri-Food met in camera at 9:13 a.m., this day, in Room 
237-C, Centre Block, the Chair, John Harvard, presiding. 


Members of the Committee present: Rick Borotsik, Murray Calder, Odina Desrochers, John Harvard, 


Howard Hilstrom, Gar Knutson, Larry McCormick, Joe McGuire, Ian Murray, Dick Proctor, Paul Steckle 
Rose-Marie Ur. 


> 


Acting Members present: Raymond Lavigne for Mark Assad; Rick Casson for Garry Breitkreuz. 


Other Member present: Jake Hoeppner. 


In attendance: From the Parliamentary Research Branch, Library of Parliament: Frédéric Forge, 
Researcher; Jean-Denis Fréchette, Economist. 


Pursuant to Standing Order 108(2), the Committee commenced the Study of a Draft Report on the 
effectiveness of long-term safety nets and other national initiatives to provide the stability and 
environment necessary for stable growth in the agricultural industry. 


It was agreed, — That the two research staff of the Committee be allowed to attend a workshop on The 
Concepts of Multifunctionality and the Precautionary Approach for Agriculture organized by the 
Canadian Federation of Agriculture, on February 23 and 24, 2000, in Ottawa, and that the registration 
fees for the workshop be covered by the Committee’s budget, in the order of $25.00 each plus applicable 
taxes. 


It was agreed, — That dissenting opinions be allowed to be appended to the report of the Committee on 
Farm Income Safety Net, after the Chair’s signature, provided that the said opinions are not more than 
five pages long in total and, that the format used is of the same size and of the same spacing as those used 
in the report, and that the dissenting opinions be delivered to the clerk no later than Thursday, February 
17, 2000, at 6:00 p.m., in both official languages. 


At 10:27 a.m., the Committee adjourned to the call of the Chair. 


Georges Etoka 
Clerk of the Committee 
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